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PREFACE 



This document contains — in considerable detail — a status report 
of education in North Dakota, with particular emphasis upon an 
assessment of the public expenditure for elementary and secondary 
education. A companion status report, under the title “Educational 
Personnel in the North Dakota Public Schools,” places its emphasis 
upon an assessment of the personnel situation in elementary and 
secondary education. This report provides a resume of vital financial 
information employed by the Statewide Study Team in formulating 
its proposed comprehensive plan for educational improvement in 
North Dakota. 

The plan for improvement is itself reproduced in a companion 
document entitled, “The Foundation Program.” As products of the 
Statewide Study of Education, key elements of the comprehensive 
plan were developed and reproduced separately. A proposed new 
Statewide Foundation Program is produced in “A Plan of Public 
Expenditure for Education in North Dakota.” A proposed new teacher 
preparation program is described in “Developing and Placing Educa- 
tional Personnel in North Dakota.” A plan for enlarging the leader- 
ship capacity of the State Department of Public Instruction is 
developed in "Developing State Leadership for Education in North 
Dakota.” 

This report on education in North Dakota is different from the 
usual survey of state education systems. Although it contains facts, 
and is itself based upon two years of careful fact finding, the report 
is more like a physician’s diagnosis or a soil analyst’s assessment 
than a compendium of uninterpreted information. The Study Team 
confronted the fact that North Dakota has modest resources for 
public services; moreover, the State is losing some of its most precious 
human resources through migration to other states. It needs to con- 
serve the resources it has. Above all, it needs to use its present and 
future resources with as much skill and imagination as can be 
assembled in the public administration of its education system. For 
this reason, the Statewide Study was not a simple quest for facts; it 
was a systematic and, hopefully, reasoned quest for solutions to the 
State’s most persistent and compelling problem: the improvement of 
education. 

In conducting the status study, the Team was guided by two basic 
principles or philosophic assumptions. These were: 

* Public support for public education in North Dakota should 
assure each pupil an adequate and equal educational opportun- 
ity, and 

* The pattern of public support for education should be not only 
effective and efficient, but also equitable to all classes of tax- 
payers. 

These principles were used as criteria in assessing the status of 
North Dakota’s public system of education. Systematic efforts were 
made, therefore, to determine the extent to which the State’s 144,000 
pupils actually enjoyed an adequate and equal educational oppor- 
tunity. Systematic inquiry also was directed to determine the extent 
to which the public system of education could be adjudged to be 
effective, efficient, and equitable. 

The two years of study produced convincing evidence — as will be 
reported here in detail— that the public system of education in North 
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Dakota in certain key respects may be demonstrated to be inadequate, 
ineffective, inefficient, and inequitable. This was observed, despite 
the facts that North Dakotans make a commendable effort to support 
public education, and that the public system employs many gifted 
and talented teachers, administrators, and educational service per- 
sonnel. 

The Study Team tried to get at the root causes of the unsound 
educational condition. They ascertained that two basic and powerful 
deterrents mitigate against significant improvements in the education 
system. The first constitutes a steady drain upon the State’s capacity 
to use its limited resources wisely. The other makes the development 
of quality programs — particularly at the elementary school level — 
virtually unfeasible. These root causes are: 

* An overly elaborate system of local school district organization, 
comprised chiefly of small, high cost, low quality, twelve-grade, 
elementary, and one-teacher school districts. 

* Undue reliance — particularly in the small and medium size dis- 
tricts — upon underprepared, and therefore partly unqualified, 
educational personnel. 

The Study Team was forced by the evidence to conclude that 
additional funds for public education alone would not correct these 
basic root conditions. Indeed, additional spending within the present 
structure could not materially alter these conditions. The root causes 
have to be attacked directly by legislative and administrative action; 
to be effective this concerted action must be sustained over a period 
of seven to ten years. As these conditions art jrrected, each new 
dollar invested in the education system then could begin to return a 
full dollar in benefits to pupils and in service to the State’s school 
communities. 

On the basis of the evidence presented here, the Study Team 
identified seven key objectives to be attained in the State during the 
period 1967-1975. The Team also proposed a specific plan to achieve 
these objectives. When fully implemented, the North Dakota public 
school system then could be deemed to be sound and its public 
expenditure for education to be effective, efficient, and equitable. 
The objectives are: 

(1) To consolidate and focus the energies of the State’s seven 
public colleges and universities in a dramatic new program 
of personnel development, research, and service, thereby to 
make the classroom teacher a vital part of a continuing 
research and improvement effort. 

(2) To prepare and place 1,950 fully qualified and specifically 
prepared teachers into the State’s elementary schools, thereby 
to improve the quality of education for elementary school 
children who otherwise would be taught by underprepared 
teachers (as 23,000 students now are taught). 

(3) To place each of North Dakota’s 144,000 school children in a 
reasonably organized and administratively effective school 
district; each such district would contain at least 12 grades 
of instruction, and its high school would enroll not fewer 
than 200 pupils in the upper four grades. 

(4) To enlarge the scope, focus and effectiveness of educational 
services offered by the State Department of Public Instruc- 
tion, through seven regional service centers; each such center 
would be designed to energize and facilitate local district 
study, planning, evaluation, reorganization, and program 
improvement. 
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(5) To upgrade the level of financial support for the normal and 
ordinary recurring costs of education; this requires an 
improved State Foundation Program that (1) equalizes inequi- 
ties among local school districts, and (2) enables school dis- 
tricts to use local tax funds more freely for program improve- 
ments over and beyond the State guaranteed minimum (for 
example, for public kindergartens). 

(6) To shift to State government the responsibility for the extra- 
ordinary costs of educational services: the extraordinary costs 
are now divided inequitably among local districts for such 
items as school construction, debt service, transportation, and 
special services for rural isolated pupils. 

(7) To employ State funds to reward those local school districts 
that take the initiative to improve the quality and efficiency 
of their operation; an appropriate reward would make State 
aid directly proportionate to the number of fully qualified 
teachers that a district employs. 

The Study has certain inherent limitations. The financial analyses 
set forth in this document refer principally to information available 
through and including the 1965-66 school year. Comparable informa- 
tion for 1966-67 was not available during the Study period. However, 
inspection of 1966-67 figures (available in December, 1967) suggests 
that — with minor exceptions — the observations and conclusions herein 
advanced are valid for that year as well. 

Notably absent from this report are data treating the several 
revenue systems used in North Dakota to raise funds for public edu- 
cation. The omission is deliberate. The Statewide Study Team did 
not believe itself to be competent to examine tax and assessment 
practices. Moreover, these issues were examined in detail by tax 
and assessment authorities in other studies. The Study Team strived 
to design a desirable new and potentially more effective and efficient 
pattern for the expenditure of public funds for education. In this 
task, the Team believes it was successful. It is to be hoped that 
property assessment and equalization practices also would be 
improved so that the overall burden for public support of education 
in the State increasingly may become equitable. 

* * * 

This report and the companion studies and plans for action in 
North Dakota reflect the cooperative efforts of three principal 
agencies and institutions. These are: 

The North Dakota Department of Public Instruction 

The North Dakota Legislative Research Committee 

The University of North Dakota. 

Funds to support the Statewide Study and planning activities 
were provided by the State Legislature, by the federal government, 
through a grant made to the State Department of Public Instruction 
under provisions of Title V, Elementary and Secondary Education 
Act of 1965, and by the University of North Dakota. 

Grateful acknowledgement is given to the many State and local 
school officers and staff who generously gave of their time and 
resources to make the Statewide Study complete. 

Kent G. Aim, Director 
Statewide Study of Education 
December, 1967 
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Public Expenditure for Education in North Dakota 

Overview 

North Dakota operates a complex system of public schools that 
enrolls approximately 144,000 children and youth (K-12). These 
pupils are engaged in programs that are developed and administered 
by 527 independent and operating local school districts. 1 The purpose 
of the State system of schools is to guarantee for each child an 
appropriate and equal educational opportunity. The State intends 
that these guarantees shall be extended to each pupil regardless of 
his place of residence, and without regard to family status or position, 
physical or mental limitation, color, creed, or national origin. 

L Fiscal Effort and Ability 

Simply to operate the public school system, North Dakotans 
annually spend about $62 millions, an amount roughly equivalent 
(in 1966) to $427 per pupil. An additional sum, equivalent to $116 
per pupil, or about $16.7 millions, is expended annually for certain 
extraordinary costs of education, including transportation, debt ser- 
vice on bonds for prior construction, and new school construction. 
When compared with levels of expenditure for s imilar purposes in 
other states. North Dakota falls well below the national average. But 
family income in the State also is less than the national average, 
hence the State’s ability to support public education is, by measure 
of family income, relatively low. To provide a comparable program 
of instruction. North Dakotans necessarily must exert a greater pro- 
portionate financial effort than citizens in many other states. Typi- 
cally, this effort has been and continues to be made. Nevertheless, 
present levels of financial support remain inadequate. Moreover, 
some of the funds now invested in public education fail to produce 
the most efficacious result possible, because the system of financing 
itself — quite apart from levels and objects of educational expendi- 
ture — tends to reward ineffective and inefficient use of the State’s 
limited resources. 



2. The Road Ahead 

To fulfill its basic purposes, the State system of education must 
successfully overcome two formidable problems. These are: 

* To increase and further equalize the level of financial support 
for each pupil in the State, and 

* To gain more effective utilization of available fvnds by redress- 
ing certain inequities within the present system of financing 

Despite limitations of wealth and a certain indifference to modem 
systems of educational organization. North Dakotans can — if they so 
desire — provide the means needed to guarantee each of their children 
an appropriate educational opportunity. This can be achieved most 
readily within the context of a comprehensive. Statewide plan of 
educational development in which gradual increments in the total 
of support for education are coupled with systematic improvements 
in the pattern of utilization of public funds. The el erne) its of such 
a plan have been derived from the Statewide Study oi Education 
and are presented in detail in ‘‘Educational Development for North 
Dakota, 1967-1975: The Overview.” 




*As reported in North Dakota Educational Directory: 1M8-C7, p. 89. 
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The Statewide Study of School Finance 

The pattern of public expenditure for education is the visible 
expression of the State’s underlying programs and provisions for 
education. When well constructed, the State system of school finance 
faithfully reflects a basic healthy educational condition. A sound 
financial system should have these characteristics: 

* The level of financial support is sufficiently high to guarantee: 
an educational program that is geared appropriately to the indi- 
vidual differences of each child; a corps of professionally quali- 
fied school personnel; and an educationally sound teaching 
environment 

* The manner in which public funds are expended rewards effec- 
tive and efficient educational organization and performance. 

When the financial support system becomes deficient in any one 
or all of these characteristics, it symptomizes one or another serious 
underlying condition within the educational system itself. Simple 
addition or deletion of support funds will not correct the underlying 
condition. The required treatment may be a careful restructuring of 
the educational organization and/or curriculum, or a basic change in 
the numbers, and a pattern of utilization of qualified educational per- 
sonnel. 



L The Nature of Financial Analysis 

To be instructive, therefore, a study of state school finance must 
involve more than a simple enumeration of revenues and expendi- 
tures. It must avoid mistaking the symptoms of inadequate financing 
for the underlying educational conditions that produce the symptoms. 

The heart of the financial analysis, herein attempted, aims to get 
behind the facts and figures to the causes of the State’s basic educa- 
tional problems. Indeed, the prescriptions later to be recommended 
necessarily deal as much with factors of school organization, utiliza- 
tion of personnel, and content of school programs, as with dollars 
and cents. Personnel services and school programs are the vital 
reasons for expenditure, and local school organization is the mechan- 
ism through which expenditures are made. If these are not deployed 
effectively and efficiently, the system of financial support cannot 
itself become effective and efficient. 

To be sure, facts and figures are presented in this report. To the 
extent possible, the facts are permitted to speak for themselves. When 
required, however, the Study Team has made judgments and invoked 
interpretations of the data. These analyses in no way alter the valid- 
ity of the basic data. Rather, they cause otherwise unrelated data 
to be focused upon the basic fiscal problems and issues that now 
confront the State. 

2. The Basic Questions Examined 

The Statewide Study of school finance was focused upon three 
basic questions. These were: 

* How adequate is the present level of fi nanc ial support for public 
education? 

* How effective and efficient is the present pattern of public 
expenditure for education? 

* How equitable is the system of financing itself? 

In the sections that follow, attention is drawn to five important 
aspects of educational finance in the State. These are: 

* Level of financial support for education 
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* Pattern of educational expenditures 

* Effectiveness of educational expenditures 

* Efficiency of educational expenditures 

* Equity of the State financing system. 

Conclusions are set forth in a separate section. Attention is then 
drawn to some possible steps to remedy the finan cial situation. 

Finally, elements of a possible new Statewide plan for the support 
of public education are developed and presented. 

3. The Nature and Treatment of Data 

The data employed to develop the financial analyses that follow 
were obtained from the several mandatory reports that are submitted 
annually to the State Department of Public Instruction by the State’s 
527 local school districts. These data were duplicated on punched 
cards and submitted to computer analyses. Three kinds of informa- 
tion were examined. These were: 

* Mill levy and taxable valuation data for each class of local school 
districts 

* Sources of revenue for education obtained from general and 
special funds 

* Expenditures for public education by budget category. 

In general, the data were adequate for the analyses nnH«>rtain>n 
This reflects commendably upon the reporting system that has been 
developed and implemented by the Department of Public Instruction. 

In some other states, similar studies of finance have been limited, if 
not frustrated, by inadequate financial reports. In those cases, 
research teams have had to devise new records and reports. Were 
the procedures of this Statewide Study to be continued in effect 
through subsequent years, certain adjustments in the present records 
and reporting system would be beneficial, and steps toward revising 
the reporting and accounting systems should be undertaken by the 
State Department before the 1969 session of the Legislature. * 

As in any scientific study, however, caution should be exercised in 
the interpretation of data. The definitions employed in this study 
have their own special meaning. For reasons later to be dism is se d 
the measures reported here are not always comparable with those 
employed in other states or in nationwide surveys. In each case, 
however, the measure or interpretation of data actually employed 
was adjudged to be the most appropriate or most useful for analyzing 
the financial problems of the State. . 

The Study Team compiled financial and enro llm ent statistics for 
three recent academic years: 1963-64; 1964-65; and 1965-66. Estimates 
were made both for aggregate levels of expenditure and for certain 
unit costs. Comparisons were then made among the 527 local school 
districts using these estimates. Specifically, comparisons were made 
for each of the following aspects of school finance: 

* ability, as measured by the assessed valuation of taxable 
property. Since districts vary greatly in the magnitude of total 
assessed valuation, a comparable unit was developed and 
expressed as valuation per pupil. 

* Tax effort, as measured by the number of mills levied by the 
local school district upon its taxable property valuation. 

* Current expenditure, as measured by the number of dollars 
expended annually to conduct the school program — and also 
to pay the cost of tuition for some children to be educated out- 
side the home district. Expenditures for current operation vary 
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widely among the districts. Hence, a comparative unit was 
developed and expressed as expenditure per pupil. 

* Capital expenditure, as measured by the number of dollars 
expended annually by the local districts, principally for costs 
of new construction and/or payments on debts incurred earlier 
for construction. 

* Total educational expenditure, as measured by the combined 
annual expenditure both for operating and capital costs. 

The estimate of expenditures used in analysis was that reported 
officially by the local district on June 30 for the immediate past 
fiscal year. The number of pupils employed in calculations involving 
per pupil expenditure was that reported by the district to be enrolled 
on September 30 of the fiscal year in progress. Other measures of 
student population may be used for such purposes, and would yield 
different data; when referring to per pupil expenditures, therefore, 
care must be exercised to avoid inappropriate comparisons. The data 
and ratios herein reported may not be compared to data based upon 
average daily attendance or membership as measures of student popu- 
lation. Estimates using expenditures per child in average daily atten- 
dance and/or membership will be slightly larger than those expendi- 
tures per child estimates using September 30 enrollment. However, 
comparisons among the 527 local school districts are validly made 
using the one measure employed here. A detailed description of data 
is attached as a Technical Report in Appendix A. 

TABLE 1 

COMPARISON OF SEPTEMBER 3i ENROLLMENT DATA WITH 
AVERAGE DAILY MEMBERSHIP DATA FOR THE SCHOOL YEAR 
1964-65, BY TYPE OF DISTRICT 

A B CD 

Elementary Elementary Percent Secondary Secondary Percent 



Type 


ADM 


Sept. 30 


Bis of A 


ADM 


Sept. 30 


Disof C 


1 


357 


362 


101.4 


125 


129 


103.2 


2 


3,893 


3,904 


100.3 


1,728 


1,755 


101.5 


3 


1,043 


1,035 


99.2 


508 


506 


99.6 


4 


581 


612 


105.3 


333 


341 


102.4 


5 


346 


375 


108.3 


122 


126 


103.2 


6 


86 


86 


100.0 


22 


22 


100.0 


7 


1,433 


1,447 


101.0 


656 


668 


101.8 


8 


4,921 


5,090 


103.4 


2,359 


2,387 


101.2 


9 


7,854 


7,948 


101.1 


3,665 


3,723 


101.8 


10 


9,201 


9,272 


100.7 


4,356 


4,398 


101.0 


11 


10,335 


10,311 


99.7. 


4,737 


4,800 


101.3 


12 


10,402 


10,455 


100.5 


5,269 


5,331 


101.1 


13 


5,512 


5,535 


100.4 


3,005 


3,043 


101.2 


14 


2,172 


2,171 


99.9 


869 


885 


101.8 


15 


4,927 


4,893 


99.3 


3,213 


3,253 


101.2 


16 


28,283 


28,194 


99.9 


10,587 


10,839 


102.3 


17 


1,497 


1,494 


99.7 








18 


1,317 


1,367 


103.7 








19 


1,277 


1,313 


102.8 








20 


1,345 


1,336 


99.3 








21 


2,426 


2,494 


102.8 








TOTAL 


99,208 


99,694 


100.49 


41,544 


42,206 


101.59 



